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AN ACT concerni ng heal th mai nt enance organi zati ons.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Health Miintenance O ganization Act 1is
anended by changing Sections 6-2, 6-4, 6-5, 6-8, 6-9, 6-10,
6-11, 6-12, 6-14, and 6-17 as foll ows:

(215 ILCS 125/6-2) (from Ch. 111 1/2, par. 1418.2)

Sec. 6-2. Purpose. The purpose of this Article is to
protect enrollees of health care plans who reside in this
State, and-thetr-beneftectartes;-payees-and-asst gnees; subj ect
to certain limtations, against failure in the performance of
contractual obligations due to the inpairnment or insolvency
of the organization operating such health care plans.
Nonr esi dent enrollees of such health care plans shall be
protected by this Association if: (1) they reside in states
whi ch have associations simlar to the Association created by
this Article; (2) they are not eligible for coverage by such
associ ations; (3) the organi zation which operates such health
care plan never held a license or certificate of authority in
such states; and (4) such organi zation was domciled in this
State. To provide this protection, (1) an association of
health rmaintenance organizations 1is created to enable the
guaranty of paynent of benefits and of continuation of
coverages, either on a prepaid or indemity basis, (2)
menbers of the Association are subject to assessnment to
provide funds to carry out the purpose of this Article, and
(3) the Association is authorized to assist the Director, in
the prescribed manner, in the detection and prevention of
health care plan inpairnments or insolvencies.

(Source: P.A 86-620.)
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(215 ILCS 125/6-4) (from Ch. 111 1/2, par. 1418.4)

Sec. 6-4. Construction. This Article is to be liberally
construed to be for the benefit of the nenber organizations
enrollees and to effect the purpose under Section 6-2 whieh
constttut es- an- at d- and- gut de-t o-t At erpret att on.

(Source: P.A 85-20.)

(215 ILCS 125/6-5) (from Ch. 111 1/2, par. 1418.5)

Sec. 6-5. Definitions. As used in this Act:

(1) "Association" neans the Illinois Health Maintenance
Organi zati on Guaranty Associ ation created under Section 6-6.

(2) "Director" mneans the Director of Insurance of this
St at e.

(3) "Contractual obligation" nmeans any obligation of the
menber organi zation under covered heal th care pl an
certificates.

(4) "Covered person" neans any enrollee who is entitled
to the protection of the Association as described in Section
6- 2.

(5 "Covered health care plan certificate" nmeans any
health care plan certificate, contract or other evidence of
coverage within the scope of this Article under Section 6-3.

(6) "Fund" nmeans the fund created under Section 6-6.

(7) "lnpaired organization" nmeans a nenber organi zation

determ ned deened by the Director in a witten notice to the

Association after the effective date of this Article to be

potentially unable to fulfill its contractual obligations and
not an insolvent organization.
(8) "lInsolvent organization" nmeans a nenber organi zation

that is found to be whieh-beecones insolvent and is placed

under a final order of liquidation or rehabilitation by a
court of conpetent jurisdiction.
(9) "Menber organization" nmeans any person |icensed or

who holds a certificate of authority to transact in this
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State any kind of business to which this Article applies
under Section 6-3. For purposes of this Article "nmenber
organi zation" includes any person whose certificate of
authority may have been suspended pursuant to Section 5-5 of
this Act.

(10) "Prem uns" means di rect gr oss prem uns or
subscriptions received on covered heal th care pl an
certificates.

(11) "Person" neans any individual, corporation, trust,

limted liability conpany, part ner shi p, associ ation,_

governnental body or entity, or voluntary organi zation

(12) "Resident™ neans any person who resides in this
State at the tinme the organization is issued a Notice of
| mpairment by the Director or at the time a conplaint for
l[iquidation or rehabilitation 1is filed and to whom
contractual obligations are owed. A person may be a resident
of only one state which, in the case of a person other than a
natural person, shall be its principal place of business.

(Source: P.A 88-297.)

(215 ILCS 125/6-8) (from Ch. 111 1/2, par. 1418.8)

Sec. 6-8. Powers and duties of the Association. In
addition to the powers and duties enunerated in other
Sections of this Article, the Association shall have the
powers set forth in this Section.

(1) If a donestic or gani zati on IS an i npai red
organi zation, the Association nmay, subject to any conditions
i nposed by the Association other than those which inpair the
contractual obligations of the inpaired organization, and
approved by the inpaired organization and the D rector:

(a) guarantee or reinsure, or cause to be
guaranteed, assuned or reinsured, any or all of the
covered health care plan certificates of covered persons

of the inpaired organization; and
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(b) provide such noni es, pl edges, not es,
guarantees, or other nmeans as are proper to effectuate
paragraph (a), and assure paynent of the contractual
obligations of the inpaired organization pending action
under paragraph (a).:-and

{e)--loan- noney-to-the-tapatr ed- or gant zat + on:

(2) If a domestic, foreign, or alien organization is an

i nsol vent organi zation, the Association shall, subject to the

approval of the Director:

(a) guarantee, assunme, indemify or reinsure or
cause to be guaranteed, assuned, indemnified or reinsured
the covered health care plan benefits of covered persons
of the insolvent organi zation; however, in the event that
the Director of the Departnment of Public Ad assigns
individuals that are recipients of public aid from an
i nsol vent organization to another organization, t he
Director of the Departnment of Public Aid shall, before
fixing the rates to be paid by the Departnent of Public
Ald to the transferee organization on account of such
i ndividuals, consult with the Director of the Departnment
of Insurance as to the reasonabl eness of such rates in
light of the health care needs of such individuals and
the costs of providing health care services to such
i ndi vi dual s;

(b) assure paynent of the contractual obligations
of the insolvent organization to covered persons;

(c) make paynents to providers of health care, or
indemmity paynments to covered persons, so as to assure
the continued paynent of benefits substantially simlar
to those provided for wunder covered health care plan
certificate issued by the insolvent organization to
covered persons; and

(d) provide such noni es, pl edges, not es,

guaranties, or other neans as are reasonably necessary to
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di scharge such duti es.

Thi s subsection (2) shall not apply when the Director has
determned that the foreign or alien organi zation's
domciliary jurisdiction or state of entry provides, by
statute, protection substantially simlar to that provided by
this Article for residents of this State and such protection
will be provided in a tinely manner.

(3) There shall be no liability on the part of and no
cause of action shall arise against the Association or
against any transferee from the Association in connection
with the transfer by reinsurance or otherwise of all or any
part of an inpaired or insolvent organization's business by
reason of any action taken or any failure to take any action
by the inpaired or insolvent organization at any tine.

(4) If the Association fails to act within a reasonable
period of time as provided in subsection (2) of this Section
wth respect to an insolvent organi zation, the Director may
assune shall-have the powers and duties of the Association
under this Article W th regard to such insol vent
or gani zati on.

(5) The Association or its designated representatives
may render assistance and advice to the Director, upon his
request, concerning rehabilitation, paynent of cl ai s,
continuations of coverage, or the performance of other
cont ract ual obl i gati ons of any inpaired or insolvent
or gani zati on.

(6) The Association has standing to appear or__intervene

before any court or agency concerning all natters germane to
the powers and duties of the Association, including, but not
l[imted to, proposals for reinsuring or guaranteeing the
covered health care plan certificates of the inpaired or
i nsolvent organization and the determ nation of the covered
health care plan certificates and contractual obligations.

(7) (a) Any person receiving benefits under this Article
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is deenmed to have assigned to the Association the rights

under the covered health care plan certificates, and any

causes of action agai nst any person for | osses arising under,

resulting from or otherwise relating to, the covered health

care plan certificates, in each case Association to the

extent of the benefits received because of this Article
(whet her the benefits are paynents of contractual obligations
or continuation of coverage). The Association may require an
assignment to it of such rights by any payee, enrollee or
beneficiary as a condition precedent to the receipt of any
rights or benefits conferred by this Article upon such
person. The Association 1is subrogated to these rights
agai nst the assets of any insolvent organization and agai nst
any other party who may be |iable to such payee, enrollee or
beneficiary.

(b) The subrogation rights of the Association under this
subsection have the sane priority against the assets of the
i nsol vent organization as that possessed by the person
entitled to receive benefits under this Article.

(c) In addition to paragraphs (a) and (b) of this

subsection, the Association shall have all common law rights

of subrogation and any other equitable or | egal renedy that

woul d have been available to the inmpaired or insolvent

organi zation or owner or beneficiary or payee of a covered

health care plan certificate with respect to the covered

health care plan certificate.

(d) If the Association has provided benefits wth

respect to a covered health care plan certificate and a

person recovers amounts as to which the Associ ation has

rights as described in paragraphs (a), (b), or (c) of this

subsection, the person shall pay to the Association the

portion of the recovery attributable to the health care plan

certificate (or portion thereof) covered by the Associ ati on.

(8 (a) The contractual obligations of the insolvent
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organi zation for which the Associ ati on becones or may becone
liable are as great as but no greater than the contractual
obl i gations of the insolvent organi zati on woul d have been in
the absence of an insolvency unless such obligations are
reduced as permtted by subsection (3), but the aggregate
liability of the Association shall not exceed $300,000 with
respect to any one natural person.

(b) Furthernore, the Association shall not be required
to pay, and shall have no Iliability to, any provider of
health care services to an enroll ee:

(i) if such provider, or his or its affiliates or
menbers of his imediate famly, at any tinme within the
one year prior to the date of the issuance of the first
or der, by a court of conpetent jurisdiction, of
conservation, rehabilitation or |iquidation pertaining to
t he heal th mai nt enance organi zati on:

(A) was a securityhol der of such organization
(but excluding any securityhol der holding an equity
interest of 5% or |ess);

(B) exercised control over the organization by
means such as serving as an officer or director,
through a mnagenent agreenent or as a principa

(© had a representative serving by virtue or
his or her official position as a representative of
such provider on the board of any entity which
exercised control over the organization;

(D) received provider paynents made by such
organi zati on pursuant to a contract which was not a
product of arms-|ength bargaining; or

(E) received distributions other than for
physi ci an servi ces from a not-for-profit
organi zati on on account of such provider's status as

a nmenber of such organization.
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For purposes of this subparagraph (i), the terns
"affiliate,” "person,” "control" and "securityholder”
shal | have the neanings ascribed to such terns in Section
131.1 of the Illinois Insurance Code; or

(ri) if and to the extent such a provider has
agreed by contract not to seek paynent fromthe enrollee
for services provided to such enrollee or if, and to the
extent, as a matter of |aw such provider may not seek
paynment from the enrollee for services provided to such
enrol | ee.

(c) Furthernore, the Association shall not be required

to pay, and shall have no liability for any of the follow ng:

(i) Any claim under a covered health care plan

certificate to the extent that the assessnents wth

respect to the certificate are prohibited or preenpted by

federal or State | aw

(ii) Any claim that does not arise under the

express witten terns of a health care plan certificate,

contract, or other evidence of coverage issued by the

i nsol vent organi zation, including without lintation:

(A) clains based on marketing naterial s;

(B) claine based on side letters, riders, or

ot her docunents that were issued by the insolvent

organi zation w thout neeting applicable formfiling

or approval requirenents;

(C) msrepresentations of or regarding health

care plan benefits;

(D) bad faith clains; or

(E) clainse for penalties or consequential or

i nci dental danmges.

(iii) Any claim that was not submtted to the

i nsolvent organization prior to the date of its fina

order of liquidation and which is not subnmtted to the

Association wthin one year after the date of the final
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order of |iquidation.

(iv) Any claimthat had been previously subnitted

to and denied by the insolvent organi zation prior to the

date on which the organization becane an insolvent

organi zation, if not re-submtted to the Association for

its review and determ nation within one year of the date

of the final order of |iquidation.

(v) Any claimfor services provided by a provider

or other person nore than one year prior to the date of

the final order of |iquidation.

(vi) Any claimof any provider to the extent that

any other provider or person has, under an agreenent with

the insolvent organi zation, aqgreed to pay, reinburse, or

ot herwi se accept responsibility for the claim

(vii) Any claimto the extent covered by a policy,

program contract, or health care plan certificate issued

by an insurer, anot her organi zati on, or enployer. A

person who has a claimagainst any such entity wunder a

provision in a policy, contract, or certificate (other

than one i ssued by t he i mpai red or i nsol vent

organi zation), that also is a contractual obligation

under this Article nust first exhaust his right under

that policy, contract, or certificate. The amount of an

approved claimunder this Article shall be reduced by the

policy limts of or anmpunt paid under that policy

contract or certificate, whichever anpbunt is greater. | f

a claimant exhausts his right under a policy, contract,

or certificate (other than one issued by the inpaired or

i nsolvent organization), the insurer, organization, or

enpl oyer issuing that policy, contract, or certificate is

not entitled to sue or continue a suit against the

enrollee of the inpaired or insolvent organization to

recover an anpunt paid the claimant under that policy,

contract, or certificate.
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(d) (i) The Association shall have no obligation under a

covered health care plan certificate to convert coverage to

an individual or group HMO contract or to any other form of

health care coverage or to offer any other conversion

(ii) In the event that the insolvent organi zation

acted wth an i nsur er in t he i ssuance of a

poi nt-of -service product offered by both the insol vent

organi zation and an insurer (i.e., a product offering

bot h health care plan services from the insolvent

organi zation and i ndemmity by the insurer for out-of-plan

health <care services), t he Associ ati on shal | be

responsible only for those covered health care plan

services obtained fromproviders at that tine enpl oyed by

or under contract with the insolvent organi zation or the

Association (or providers to whom the enrollee was

properly referred by such providers) and for covered

health care plan emergency services.

(e) (i) €e)y In no event shall the Associ ati on be
required to pay any provider parttetpattng-in-the-tnselvent
or gant zatt on any anount for tn-plan services rendered by such
provider prior to the insolvency of the organization in
excess of (1) the amount provided by a capitation or_ other
contract between the a physician provider and the insolvent
organi zation for such services; or (2) the anmobunts provi ded
by contract between the a hospital provider and t he
Department of Public Aid for simlar services to recipients
of public aid; or (3) in the event neither (1) nor (2) above
is applicable, then the anmounts paid under the Medicare area
prevailing rate for the area where the services wer e
provided, or if no such rate exists with respect to such
services, then 80% of the wusual and customary rates

established by the Health Insurance Association of Anmerica.

The- payrnent s- fF equit r ed- t o- be- rade- - by- - t he- - Assect at t+ on- - under
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thi s--Seetton--shall-constitute-full-and-conpl et e- paynent - f or
suech- provi der-serviees-to-t he-enroll ee:

(ii) Any provider whose contract with the insolvent

organi zation remnins in-force on the date of the order of

l'iquidation (or on the date of the order of conservation or

rehabilitation, if any such order was entered) shall be

obliged, at the request of {d) the Association shall--net--be

Fegut fed- -t o- - pay- - nor e- t han- an- aggr egat e- of - $300; 000 and f or

and on_ behalf of the Association, to conti nue any

or gant zatt on- -whit eh--its-deelared to provide the sane services

requi red under the contract for a period after the order of

liquidation specified by the Association (which nmay not

exceed 4 nonths after the order of liquidation) with respect

be--tnseolvent--prtor to those July-1;-1987;-and-such-funds

shall-be-distributed-first-to enrollees that remain fromtine

to tine covered whe-are-net-publie-atd-reet ptents-pursuant-to

a- pt an- r econnended- by- t he- Assoct at t on- - and- - approved by the

Associ ation during such period Brreetor and that are assi gned

by the Association to such provider the--eourt--having

furtsdietion--over--the--tiquidation. |f t he Associ ation

requests such services, the Association wll be obliged,

notwithstanding the limtations of subdivision (8)(b) of

Section 6-8, to pay for such post-liquidation services during

such period, on the basis of the paynent provisions of such

contracts, with respect to the enrollees that are from tine

to tine covered by the Association during such period and

assi gned to such provider.

(f) The paynents required to be made by the Associ ation

under this Section shall constitute full and conpl ete paynent

for such provider services to the enrollee. The enroll ee

shall have no liability, and the provider may not seek any

paynent fromthe enrollee, for or with respect to any anounts

not paid to the provider on account of the exclusions or

limtations on the liability or obli gati ons of t he
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Associ ati on under this Article.

(9) The Association nmay:

(a) Enter into such contracts as are necessary or
proper to carry out the provisions and purposes of this
Article.

(b) Sue or be sued, including taking any |egal
actions necessary or proper for recovery of any unpaid

assessnents under Secti on 6-9 and to settle any

litigation, threatened or potential litigation, clains or

potential clains by or against the Association. The

Associ ation shall not be liable for punitive or exenplary
damages.

(c) Borrow noney to effect the purposes of this
Article. Any notes or other evidence of indebtedness of
the Association not in default are |egal investnents for
donestic organi zations and may be carried as admtted
assets.

(d) Enploy or retain such persons as are necessary

or appropriate to handle the financial transactions of

the Association, and to perform such other functions as
becone necessary or proper under this Article.

(e) Negotiate and contract wth any |iquidator,
rehabilitator, conservator, or ancillary receiver to
carry out the powers and duties of the Association.

(f) Take such legal action as nmay be necessary or

appropriate to avoid or_ recover paynment of inproper

cl ai ns.

(g) Exercise, for the purposes of this Article and
to the extent approved by the Director, the powers of a
donesti c organi zation, but in no case may the Associ ation
i ssue evidence of coverage other than that issued to
performthe contractual obligations of the inpaired or
i nsol vent organi zati on.

(h) Exercise all the rights of the D rector under
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Section 193(4) of the Illinois Insurance Code wth
respect to covered health care plan certificates after
t he associ ati on becones obligated by statute.

(i) Request information from a person seeking

coverage or provider seeking paynent fromthe Associ ati on

in order to aid the Association in determning its

obligations wunder this Article. The person or provider

shall pronptly conply with the request as a condition

precedent to the receipt of any rights or benefits

conferred by this Article.

(j) Take other necessary or appropriate action to

discharge its duties and obligations under this Article

or to exercise its powers under this Article.

(10) The obligations of the Association under this
Article shall not relieve any reinsurer, insurer or other
person of its obligations to the insolvent organization (or
its conservator, rehabilitator, [ i qui dat or or simlar
official) or its enrollees, including without limtation any
reinsurer, insurer or other person liable to the insolvent
insurer (or its conservator, rehabilitator, |iquidator or
simlar official) or its enrollees wunder any contract of
reinsurance, any contract providing stop |oss coverage or
simlar coverage or any health care contract. Wth respect to
covered health care plan certificates for whi ch t he
Associ ation becones obligated after an entry of an order of
liquidation or rehabilitation, the Association may elect to
succeed to the rights of the insolvent organization arising
after the date of the order of liquidation or rehabilitation
under any contract of reinsurance, any contract providing
stop |l oss coverage or simlar coverages or any health -care
service contract to which the insolvent organization was a
party, on the terns set forth under such contract, to the
extent that such contract provides coverage for health care

services provided after the date of the order of |iquidation
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or rehabilitation. As a condition to making this election,
the Association nmust pay premuns for coverage relating to
periods after the date of the order of [liquidation or
rehabilitation.

(11) The Association shall be entitled to col | ect
prem uns due wunder or wth respect to covered health care
certificates for a period from the date on which the
donmestic, foreign, or alien organization becane an insolvent
organi zation wuntil the Association no | onger has obligations
under subsection (2) of this Section wth respect to such
certificates. The Association's obligations under subsection
(2) of this Section with respect to any covered health care
plan certificates shall termnate in the event that all such
prem uns due wunder or wth respect to such covered health
care plan certificates are not paid to the Association (i)
within 30 days of the Association's demand therefor, or (ii)
in the event that such certificates provide for a |onger
grace period for paynent of premuns after notice of
non- paynent or demand therefor, wthin the |lesser of (A) the
period provided for in such certificates or (B) 60 days.

(12) The Associ ati on may t ake al necessary or

appropriate action to non-renew any covered health care plan

certificate on the wearliest date after the final order of

i quidation on which the certificate may be non-renewed by

the insolvent organization, provided that the Associ ation

provides notice of non-renewal on or before the dat e

specified in the certificate (or, if no date is specified in

the certificate, at |least 90 days prior to the effective date

of non-renewal).

(13) The Board of Directors of the Association shal

have di scretion and nmay exerci se reasonabl e busi ness judgnent

to determine the neans by which the Association is to provide

the benefits of this Article in an econom cal and effi ci ent



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

10
11
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

- 15- LRB093 05247 JLS 05334 b

(14) VWere the Association has arranged or offered to

provide the benefits of this Article to a covered person

under a plan or arrangenent that fulfills the Association's

obligations wunder this Article, the person shall not be

entitled to benefits fromthe Association in addition to or

ot her than those provided under the plan or arrangenent.

(15) Venue in a suit against the Association arising

under this Article shall be in Cook County. The Association

shal | not be required to give an appeal bond in any case or

proceeding that arises fromor is based in whole or in part

on clains or other rights asserted under this Article.

(Source: P.A 90-655, eff. 7-30-98.)

(215 ILCS 125/6-9) (from Ch. 111 1/2, par. 1418.9)

Sec. 6- 9. Assessnent s. (1) For the purpose of
provi ding the funds necessary to carry out the powers and
duties of the Association, the board of directors shal
assess the nenber organi zations, at such tinmes and for such
anounts as the board finds necessary. Assessnents shall be
due not less than 30 days after witten notice to the nenber
organi zations and shall accrue interest fromthe due date at
such adjusted rate as is established under Section 531.09 of
the 1llinois Insurance Code and such interest shall be
conpounded daily.

(2) There shall be 2 classes of assessnents, as foll ows:

(a) dass A assessnents shall be made for the purpose of
meeting admnistrative costs and ot her general expenses and
exam nations conducted wunder the authority of the Director
under subsection (5) of Section 6-12.

(b) dass B assessnents shall be nmade to the extent
necessary to carry out the powers and duties of the
Associ ation under Section 6-8 with regard to an inpaired or
i nsol vent donestic organi zation or insolvent foreign or alien

or gani zat i ons.
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(3) (a) The amount of any Cass A assessnent shall be
determ ned by the Board and nay be nade on a non-pro rata
basi s.

(b) dass B assessnents against nenber organi zations
shall be in the proportion that the premuns received on
health rmaintenance organization business in this State by
each assessed nenber organi zation on covered health care plan
certificates for the cal endar year preceding the assessnent
bears to such premuns received on health mintenance
organi zation business in this State for the calendar year
pr ecedi ng t he assessnent by al | assessed menber
or gani zat i ons.

(c) Assessnments to neet the requi renents of t he
Associ ation W th respect to an inpaired or insolvent
organi zati on shall not be made until necessary to inplenent
the purposes of this Article. Cassification of assessnents
under subsection (2) and conputations of assessnents under
this subsection shall be nade wth a reasonabl e degree of
accuracy, recognizing that exact determnations my not
al ways be possible.

(4) (a) The Association may abate or defer, in whole or
in part, the assessnent of a nenber organization if, in the
opinion of the board, paynent of the assessnent would
endanger the ability of the nenber organization to fulfil
its contractual obligations.

(b) The t ot al of all assessnents wupon a nenber
organi zation may not in any one cal endar year exceed 2% of
such organi zation's premuns in this State during the
cal endar year preceding the assessnent on the covered health
care plan certificates.

(5 In t he event an assessnent against a nenber
organi zation is abated, or deferred, in whole or in part,
because of the I|imtations set forth in subsection (4) of

this Section, the amount by which such assessnment is abated
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or deferred, may be assessed against the other nenber
organi zations in a manner consistent wth the basis for
assessnments set forth in this Section. If the maximm
assessnent, t oget her wth t he ot her assets of the
Associ ation, does not provide in any one year an anount
sufficient to carry out the responsibilities of the
Associ ation, the necessary additional funds may be assessed
as soon thereafter as permtted by this Article.

(6) The board may, by an equitable nmethod as established
in the plan of operation, refund to nenber organi zations;-th
proportion-teo-the--contributton--of--each--organtzatton; the
anount by which the assets of the fund exceed the anpbunt the
board finds is necessary to carry out durtng-the-econt ng--year
the obligations of the Association, including assets accruing
from net realized gains and incone frominvestnents. A
reasonabl e amount may be retained in the fund to provide
nmoneys for the continuing expenses of the Association and for
future clains tesses if refunds are inpractical.

(7) An assessnment is deened to occur on the date upon
whi ch the board votes such assessnent. The board nmay defer
calling the paynent of the assessnment or may call for paynent
in one or nore installnents.

(8) It is proper for any nenber organization, in
determining its rates to consider the amount reasonably
necessary to neet its assessnent obligations wunder this
Article.

(9) The Association nust issue to each organization
paying a Class B assessnent under this Article a certificate
of contribution, in a formprescribed by the D rector, for
the anobunt of the assessnent so paid. Al'l outstandi ng
certificates are of equal dignity and priority wthout
reference to anounts or dates of issue. A certificate of
contribution may be shown by the organization in its

financial statenent as an admtted asset in such formand for
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such anmount, if any, and period of tinme as the Director may
approve, provided the organization shall in any event at its
option have the right to show a certificate of contribution
as an asset at percentages of the original face anmount for
cal endar years as foll ows:

100% for the cal endar year after the year of issuance;

80% for the second calendar year after the year of
I ssuance,

60% for the third calendar vyear after the year of
I ssuance,

40% for the fourth calendar year after the year of
I ssuance,

20% for the fifth calendar year after the year of
I ssuance.

(Source: P.A 85-20.)

(215 I'LCS 125/6-10) (fromCh. 111 1/2, par. 1418.10)

Sec. 6-10. Plan of Operation. (1) (a) The Association
must submt to the Director a plan of operation and any
anendnents thereto necessary or suitable to assure the fair,
reasonabl e, and equitable adm nistration of the Association.
The plan of operation and any anendnents thereto becone
effective upon approval in witing by the Director.

(b) If the Association fails to submt a suitable plan
of operation wthin 90 days followng the effective date of
this Article or if at any tine thereafter the Association
fails to submt suitable anendnents to the plan, the Director
may, after notice and hearing, adopt and promulgate such
reasonable rules as are necessary or advisable to effectuate
the provisions of this Article. Such rules are in force until
nmodi fied by the Director or superseded by a plan submtted by
the Associ ation and approved by the Director.

(2) Al nenber organizations nust conply with the plan

of operation.
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(3) The pl an of operation nust, in addition to
requi renents enunerated el sewhere in this Article:

(a) Establish procedures for handling the assets of the
Associ ati on;

(b) Establish the anpbunt and nethod of reinbursing
menbers of the board of directors under Section 6-7;

(c) Establish regular places and tines for neetings

including telephone conference calls of the boar d of

di rectors;

(d) Establish procedures for records to be kept of al
financial transactions of the Association, its agents, and
the board of directors;

(e) Establish the procedures whereby selections for the
board of directors wll be nmde and submtted to the
Director;

(f) Establish any additional procedures for assessnents
under Section 6-9; and

(g) Contain additional provisions necessary or proper
for the execution of +the powers and duties of t he
Associ ati on.

(4) The plan of operation shall establish a procedure
for protest by any nenber organization of assessnents nade by
t he Association pursuant to Section 6-09. Such procedures
shall require that:

(a) Any nenber organization that wi shes to protest al
or any part of an assessnent for any year shall first pay the
full amount of the assessnment as set forth in the notice

provided by the Association; provided, however, that the

Associ ation and the protesting nenber HVO may agree that (A)

the nenber HVO need pay, at the tine of the protest, only the

portion of the entire assessnent that is under protest by the

menber HMO, (B) the nenber HMO wai ves any further protest

with respect to the assessnent, and (C) the nenber HMO nust

pay any balance of the assessnent not under protest at the
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tine or times specified by the Association for paynent of

non-protested anounts. Any such paynments shall be avail abl e

and nay be used to neet Association obligations during the

pendency of the protest and any subseqguent appeal. Such

paynments shall be acconpanied by a statenent in witing that
the paynent is nmade wunder protest, setting forth a brief
statenent of the ground for the protest. The- - Assoct att on
shall - - hel d- - sueh- - payrent s- -t n- - a- - separ at e- + nt erest - beart ng
aceount -

(b) Wthin 30 days following the paynment of an
assessnent under pr ot est by any protesting menber
or gani zati on, the Association must notify the nenber
organi zation in witing of its determination with respect to
the protest wunless the Association notifies the nenber that
additional time is required to resolve the issues raised by
t he protest.

(c) In the event the Association determ nes that the
protesting nmenber organization is entitled to a refund, such
refund shall be nmade within 30 days follow ng the date upon
whi ch the Association nakes its determ nation.

(d) The decision of the Association with respect to a
pr ot est may be appealed to the Director pursuant to
subsection (3) of Section 6-11.

(e) Inthe alternative to rendering a decision wth
respect to any protest based on a question regarding the
assessnment base, the Association may refer such protests to
t he Di rector for final decision, wth or wthout a
recommendation fromthe Association

(f) Interest on any refund due a protesting nenber

organi zation shall be paid at a rate equal to the Treasury

bill rate in effect fromtine to tinme during the tine at--the

under protest separate-aecount.

(5) The plan of operation may provide that any or al
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powers and duties of the Association, except those under
paragraph (c) of subsection (10) of Section 6-8 and Section
6-9 are delegated to a corporation, association or other
organi zati on which perforns or wll performfunctions simlar
to those of this Association, or its equivalent, in 2 or nore
states. Such a <corporation, association or organization
shall be reinbursed for any paynents nade on behalf of the
Associ ation and shall be paid for its performance of any
function of the Association. A delegation under this
subsection shall take effect only with the approval of both
the Board of Directors and the Director, and may be nade only
to a corporation, association or organization which extends
protection not substantially less favorable and effective
than that provided by this Article.

(Source: P.A 85-20.)

(215 I LCS 125/6-11) (from Ch. 111 1/2, par. 1418.11)

Sec. 6-11. Duties and Powers of the Director. 1In
addition to the duties and powers enunerated elsewhere in
this Article, the Director shall have the powers set forth in
this Section.

(1) The Director nust:

(a) Upon request of the board of directors, provide
the Association wth a statenent of the premuns in the
appropriate states for each nenber organization.

(b) Notify the board of directors of the existence
of an inpaired or insolvent organization not |ater than 3
days after a determ nation of inpairnment or insolvency is
made or when the Director receives notice of inpairnent
or insolvency.

(c) Gve notice to an inpaired organization as
required by Section 2-4 of this Act. Notice to the
i npai red organi zation shall constitute notice to its

shar ehol ders, if any.
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(d) In any liquidation or rehabilitation proceedi ng
involving a donestic organization, be appointed as the
liquidator or rehabilitator. If a foreign or alien
menber or gani zati on IS subj ect to a liquidation
proceeding in its domciliary jurisdiction or state of
entry, the Director may be appoi nted conservator.

(2) The Director may suspend or revoke, after notice and
hearing, the certificate of authority to transact business in
this State of any nenber organi zation which fails to pay an
assessment when due or fails to conply with the plan of
oper ati on. As an alternative the Director may levy a
forfeiture on any nenber organization which fails to pay an
assessnment when due. Such forfeiture may not exceed 5% of
the wunpaid assessnent per nonth, but no forfeiture may be
| ess than $100 per nont h.

(3) Any final decision or action of the board of

directors or the Association may be appealed to the Director
by any nenber organization or any other person adversely
affected by such action if such appeal 1is taken wthin 30
days of the action being appealed. Any final action or order
of the Director is subject to judicial reviewin a court of

conpetent jurisdiction. An action or order of the Director

may be final and subject to judicial revieweven if the

aqqrieved party seeking judicial review has not sought

reconsi deration or rehearing by the Director.

(4) The liquidator, rehabilitator, or conservator of any
i npai red organi zation may notify all interested persons of
the effect of this Article.

(5) The Director shall require any nenber organi zation

whose RBC | evel (as determ ned pursuant to Article Il A of the

Illinois Insurance Code) is less than its conpany action

| evel RBC (as determned pursuant to Article Il A of the

Il1linois Insurance Code) to maintain current infornation, on

a readily accessible basis, relating to its nenbers, nenbers
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prem um paynent s, benefits to nenbers, providers, and

paynents to providers.

(6) The Director shall share with the Associ ati on

i nformati on in hi s possessi on respecting any nmenber

organi zation if and when either (a) such organi zati on becones

an inpaired organization under this Article or (b) the

Di rector initiates conservati on, rehabilitation, or

| i qui dation proceedings with respect to such organi zation.

(Source: P.A 86-620.)

(215 ILCS 125/6-12) (fromCh. 111 1/2, par. 1418.12)

Sec. 6-12. Prevention of Insolvencies. To aid in the
detection and prevention of organization insolvencies or
i npai rment s:

(1) It shall be the duty of the Director:

(a) To notify the appropriate regulatory authority of
all other states, territories of the United States, and the
District of Colunbia when he takes any of the follow ng
actions agai nst a nenber organization:

(1) revocation of license;

(1i) suspension of |icense;

(ti1) makes any formal order, except for an order issued
pursuant to Article XIl 1/2 of the Illinois Insurance Code,
that such conpany restrict its subscri ptions, obt ain
additional contributions to surplus, withdraw fromthe State,
reinsure all or any part of its business, or increase
capital, surplus or any other account for the security of
enroll ees or creditors.

Such notice shall be transmtted to all regulatory
authorities wthin 30 days follow ng the action taken or the
date on which the action occurs.

(b) To report to the board of directors when he has
taken any of +the actions set forth in subparagraph (a) of

this paragraph or has received a report from any other
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regul atory authority indicating that any such action has been
taken in another state. Such report to the board of
directors shall contain all significant details of the action
t aken or the report received from another regulatory
authority.

(2) The Director may seek the advice and recommendati ons
of the board of directors concerning any matter affecting his
duties and responsibilities regarding the financial condition
of menber organi zations and organi zati ons seeking adm ssion
to transact business in this State.

(3) The board of directors nmay, upon majority vote, make
reports and recommendations to the Director upon any matter
germane to the liquidation, rehabilitation or conservation of
any nenber organization. Such reports and recomendations
shal | not be considered public docunents.

(4) The board of directors nmay, upon majority vote, make
recommendat i ons to the Director for the detection and
prevention of heal th mai ntenance organi zation insol venci es.

(5) The board of directors nmay shalt, at the concl usion
of any health rmaintenance organi zation insolvency in which
the Association was obligated to mnmake paynents, prepare a
report to the Director containing such information as it may
have in its possession bearing on the history and causes of
such insol vency. The board shall cooperate with the boards
of directors of guaranty associations in other states in
preparing a report on the history and causes for insolvency
of a particular organi zation, and may adopt by reference any
report prepared by such other associations.

(Source: P.A 86-620.)

(215 ILCS 125/6-14) (from Ch. 111 1/2, par. 1418.14)
Sec. 6-14. M scellaneous Provisions. (1) Records nust be

kept of all negottations--and neetings of the Board of
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tavelved to discuss the activities of the Association in
carrying out its powers and duties wunder Section 6-8.

Records of the Association with respect to an i npaired sueh

negettattoens or insolvent organi zation feettngs may be nade

public only (a) upon the order of the Director or a court of

conpetent jurisdiction or upon a determ nation by the Board

of Directors of the Association and (b) during the pendency

termpation of a liquidation, rehabilitation, or conservation
proceedi ng involving the inpaired or insolvent organization,
upon the--terntnatton-of-the-tnpatrent-or-tnseolveney-of-the
of gant zat t on; - oF - - upon--the--order--of a court showi ng of

conpelling eonpetent circunstances jurisdietion. Nothing in

this subsection (1) limts the duty of the Association to
submt a report of its activities under Section 6-15.

(2) For the purpose of carrying out its obligations
under this Article, the Association is deened to be a
creditor of the inpaired or insolvent organization to the
extent of assets attributable to covered health care plan
certificates reduced by any anmounts to which the Association
is entitled as subrogee (under subsection (7) of Section
6-8). Al assets of the inpaired or insolvent organization
attributable to covered health care plan certificates nust be

used to continue all covered health care plan certificates

and pay al | contractual obligations of the inpaired
or gani zati on as required by this Article. "Assets
attributable to covered health care plan certificates", as

used in this subsection (2), is that proportion of the assets
whi ch the reserves that should have been established for such
health care plan certificates bear to the reserve that should
have been established for all health care plan certificates
of the inpaired or insolvent organization.

(3) (a) Prior tothe termnation of any |[|iquidation,
rehabilitation, or conservation proceeding, the court may

take into consideration the contributions of the respective
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parties, including the Association, the shareholders of the
i npai red or insolvent organi zation, and any other party wth
a bona fide interest, in making an equitable distribution of
the ownership rights of such i npai red or i nsol vent
organi zation. In such a determ nation, consideration nust be
given to the welfare of the enrollees of the continuing or
successor organization.

(b) No distribution to stockholders, if any, of an
inpaired or insolvent organization nmay be nmade until and
unl ess the total anount of valid clains of the Association
for funds expended in carrying out its powers and duties
under Section 6-8, wth respect to such organization have
been fully recovered by the Association.

(4) (a) If an order for liquidation or rehabilitation of
an organi zation domciled in this State has been entered, the
recei ver appoi nted under such order has a right to recover on
behal f of t he organi zation, from any affiliate that
controlled it, the amount of distributions, other than stock
di vi dends paid by the organization on its capital stock, nade
at any time during the 5 years preceding the petition for
liquidation or rehabilitation subject to the Ilimtations of
paragraphs (b) to (d).

(b) No such di stribution IS recoverable if the
organi zati on shows that when paid the distribution was | aw ul
and reasonabl e, and that the organization did not know and
could not reasonably have known that the distribution m ght
adversely affect the ability of the organization to fulfil
its contractual obligations.

(c) Any person who was an affiliate that controlled the
organi zation at the tinme the distributions were paid is
liable up to the amount of distributions he received. Any
person who was an affiliate that controlled the organization
at the tinme the distributions were declared, is |iable up to

t he amount of distributions he would have received if they
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had been paid immedi ately. If 2 persons are liable with
respect to the sane distributions, they are jointly and
severally |iable.

(d) The rmaxi mum anount recoverabl e under subsection (4)
of this Section is the anmount needed in excess of all other
avai l able assets of the insolvent organization to pay the
contractual obligations of the insolvent organization.

(e) If any person |iable wunder paragraph (c) of
subsecti on (4) of this Section is insolvent, all its
affiliates that controlled it at the tinme the distribution
was paid are jointly and severally liable for any resulting
deficiency in the anpbunt recovered from the i nsol vent
affiliate.

(5) No nenber organi zation may voluntarily wi thdraw from

this State or liguidate its property, business, and affairs,

and no such voluntary wthdrawal or voluntary |iquidation

shal | be effective, until such nenber organi zati on has pai d

all authorized assessnents, whether called or wuncalled, for

which it is liable under this Article.

(Source: P.A 86-620.)

(215 I LCS 125/6-17) (from Ch. 111 1/2, par. 1418.17)

Sec. 6-17. Imunity. There is no liability on the part
of and no cause of action of any nature nmay arise agai nst any
menber organization or its agents or enpl oyees, t he
Association or its agents or enployees, nenbers of the board
of directors, or the Director or his representatives, for any

action or_om ssion taken by themin the performance of their

powers and duties under this Article. Wthout |imtation, the

Associ ation shall be imune fromany claimthat any om ssi on

of the Association or any action of the Association, taken

separately or in concert with the Director in any of his or

her capacities, has caused | oss or any other injury to any

i mpai red organi zati on or any insolvent organi zati on.
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